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or classes of senior securities, the 
modification of the terms of the stock, 
security or interest, the dissolution of 
the issuer, or the payment of dividends 
by the issuer when preferred dividends 
are in arrears; 

(ii) The stock, shares or interests 
represent an essentially passive invest-
ment or financing device and do not 
otherwise provide the holder with con-
trol over the issuer; and 

(iii) The stock, shares or interests do 
not at the time entitle the holder, by 
statute, charter, or otherwise, to select 
or to vote for the selection of directors, 
trustees, or partners (or persons exer-
cising similar functions) of the issuer; 

(3) Notwithstanding anything in 
paragraphs (u)(1) and (u)(2) of this sec-
tion, ‘‘voting stock’’ shall be deemed to 
include stock and other securities that, 
upon transfer or otherwise, are con-
vertible into voting stock or exer-
cisable to acquire voting stock where 
the holder of the stock, convertible se-
curity or right to acquire voting stock 
has the preponderant economic risk in 
the underlying voting stock. Securities 
immediately convertible into voting 
stock at the option of the holder with-
out payment of additional consider-
ation shall be deemed to constitute the 
voting stock into which they are con-
vertible; other convertible securities 
and rights to acquire voting stock shall 
not be deemed to vest the holder with 
the preponderant economic risk in the 
underlying voting stock if the holder 
has paid less than 50 percent of the 
consideration required to directly ac-
quire the voting stock and has no other 
economic interest in the underlying 
voting stock. For purposes of calcu-
lating the percentage of voting stock 
held by a particular acquiror, stock or 
other securities convertible into voting 
stock or exercisable to acquire voting 
stock which are deemed voting stock 
under this paragraph (u)(3) shall be in-
cluded in calculating the amount of 
voting stock held by the acquiror and 
the total amount of stock outstanding 
only to the extent of the voting stock 
obtainable by such acquiror by such 
conversion or exercise of rights. 

[54 FR 49690, Nov. 30, 1989, as amended at 60 
FR 66720, Dec. 26, 1995; 61 FR 60184, Nov. 27, 
1996]

§ 574.3 Acquisition of control of sav-
ings associations. 

(a) Acquisition by a company or certain 
persons. Unless a transaction is exempt 
under paragraph (c) of this section, or 
exempt from prior approval under para-
graph (d) of this section, no company 
or any director or officer of a savings 
and loan holding company, or any indi-
vidual who owns, controls, or holds 
with power to vote (or holds proxies 
representing) more than 25 percent of 
the voting stock of a savings and loan 
holding company, shall acquire con-
trol, as defined in § 574.4 (a) and (b) of 
this part, of a savings association ex-
cept upon receipt of the written ap-
proval of the Office. 

(b) Acquisition by a person. Unless a 
transaction is exempt under paragraph 
(c) of this section, or exempt from prior 
notice under paragraph (d) of this sec-
tion, no person (other than certain per-
sons affiliated with a savings and loan 
holding company who are subject to 
paragraph (a) of this section), shall ac-
quire control, as defined in § 574.4 (a) 
and (b) of this part, of a savings asso-
ciation until written notice has been 
provided to the Office and (1) the Office 
indicates in writing its intent not to 
disapprove the proposed acquisition or 
(2) 60 days (or such period of time as 
the Office may specify if the review pe-
riod has been extended under 
§ 574.6(c)(3) of this part) have passed 
since receipt of a notice deemed suffi-
cient under § 574.6(c)(2). Notwith-
standing the forgoing, acquisitions by 
persons by means of a merger with an 
interim association are not subject to 
this part, but shall be subject to ap-
proval under § 563.22, and either § 552.13 
or applicable state law. 

(c) Exempt transactions. (1) The fol-
lowing transactions are exempt from 
the application requirements of para-
graph (a) of this section: 

(i) Control of a savings association 
acquired by devise under the terms of a 
will creating a trust which is excluded 
from the definition of savings and loan 
holding company under § 574.2(q) of this 
part; 

(ii) Control of a savings association 
acquired in connection with a reorga-
nization that involves solely the acqui-
sition of control of that association by 
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a newly formed company that is con-
trolled by the same acquirors that con-
trolled the savings association for the 
immediately preceding three years, 
and entails no other transactions, such 
as an assumption of the acquirors’ debt 
by the newly formed company: Pro-
vided, that the acquirors have filed 
with the Office an H–(e)4 notification 
as provided in section 574.6 of this part 
and the OTS does not object to the ac-
quisition within 30 days of the filing 
date; 

(iii) Control of a savings association 
acquired by a bank holding company 
that is registered under and subject to, 
the Bank Holding Company Act of 1956, 
or any company controlled by such 
bank holding company; 

(iv) Control of a savings association 
acquired solely as a result of (A) a 
pledge or hypothecation of stock to se-
cure a loan contracted for in good faith 
or (B) the liquidation of a loan con-
tracted for in good faith, in either case 
where such loan was made in the ordi-
nary course of the business of the lend-
er: Provided, further, That acquisition 
of control pursuant to such pledge, 
hypothecation or liquidation is re-
ported to the Office within 30 days, and 
Provided, further, That the acquiror 
shall not retain such control for more 
than one year from the date on which 
such control was acquired; however, 
the Office may, upon application by an 
acquiror, extend such one-year period 
from year to year, for an additional pe-
riod of time not exceeding three years, 
if the Office finds such extension is 
warranted and would not be detri-
mental to the public interest; 

(v) Control of a savings association 
acquired through a percentage increase 
in stock ownership following a pro rata 
stock dividend or stock split, if the 
proportional interests of the recipients 
remain substantially the same; 

(vi) Acquisition of additional stock 
after approval under § 574.7 of this part, 
or any predecessor provision, has been 
received: Provided, That such acquisi-
tion is consistent with any conditions 
imposed in connection with such ap-
proval and with the representations 
made by the acquiror in its applica-
tion; 

(vii) Acquisitions of up to twenty-five 
percent (25%) of a class of stock by a 

tax-qualified employee stock benefit 
plan as defined in § 563b.25; and 

(viii) Acquisitions of up to 15 percent 
of the voting stock of any savings asso-
ciation by a savings and loan holding 
company (other than a bank holding 
company) in connection with a quali-
fied stock issuance if such acquisition 
is approved by the Office pursuant to 
§ 574.8(a). 

(2) The following transactions are ex-
empt from the notice requirements of 
paragraph (b) of this section: 

(i) Transactions which are exempt 
pursuant to paragraphs (c)(1)(iii), 
(c)(1)(iv), (c)(1)(v), and (c)(1)(vi) of this 
section; 

(ii) Transactions for which approval 
is required under paragraph (a) of this 
section; 

(iii) Transactions for which approval 
is required under part 546 or § 552.13 and 
§ 563.22 of this chapter; 

(iv) Transactions for which a change 
of control notice must be submitted to 
the Board of Governors of the Federal 
Reserve System pursuant to the 
Change in Bank Control Act, 12 U.S.C. 
1817(j); 

(v) Acquisition of additional stock of 
a savings association by any person 
who: 

(A) Has held power to vote 25 percent 
or more of any class of voting stock in 
such association continuously since 
March 9, 1979; or 

(B) Has maintained control of the 
savings association continuously since 
acquiring control in compliance with 
the Control Act (or the Repealed Con-
trol Act) and the Office’s regulations 
thereunder then in effect: Provided, 
That such acquisition is consistent 
with any conditions imposed in connec-
tion with such acquisition of control 
and with the representations made by 
the acquiror in its notice; and 

(vi) Acquisitions of stock of a de novo 
federal savings association in connec-
tion with the organization of such as-
sociation: Provided, That the Office has 
considered the financial and manage-
rial resources of the acquiror in grant-
ing the association its federal savings 
association charter; and additional ac-
quisitions of stock of such association, 
and further provided, that the acquisi-
tions are consistent with any condi-
tions imposed in connection with the 
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approval of the association’s charter 
and with representations made by the 
acquiror in its application for a federal 
savings association charter, and that 
the Regional Director has no super-
visory objection to the acquiror’s addi-
tional acquisitions. 

(3) An acquiror that would be consid-
ered to be in control of a savings asso-
ciation pursuant to § 574.4 of this part 
on December 26, 1985, shall not be sub-
ject to this § 574.3 unless the acquiror 
acquires additional stock of the sav-
ings association or obtains a control 
factor with respect to such association 
after December 26, 1985: Provided, That 
an acquiror shall not be deemed to 
have acquired control of a savings asso-
ciation on the basis of actions taken 
prior to December 26, 1985, or on the 
basis of actions taken after December 
26, 1985, if such actions are pursuant to 
and consistent with a materially com-
plete application under the Holding 
Company Act or notice under the Re-
pealed Control Act filed prior to De-
cember 26, 1985, if such acquisition is 
made pursuant to an application ap-
proved under the Holding Company Act 
or a notice under the Repealed Control 
Act that was not disapproved. 

(d) Transactions exempt from prior ap-
proval or notice. (1) Subject to the con-
ditions set forth in paragraph (d)(2) of 
this section, the following transactions 
are exempt from prior approval and 
prior notice under § 574.3: Provided, 
That the timing of the transaction was 
not within the control of the acquiror. 

(i) Control of a savings association 
acquired through bona fide gift; 

(ii) Control of a savings association 
acquired through liquidation of a loan 
contracted in good faith where the loan 
was not made in the ordinary course of 
business of the lender; 

(iii) Control of a savings association 
acquired through a percentage increase 
in ownership following a stock split or 
redemption that was not pro rata; 

(iv) Control determined pursuant to 
§ 574.4 (a) or (b) as a result of actions by 
third parties that are not within the 
control of the acquiror; 

(v) Control of a savings association 
acquired through testate or intestate 
succession: Provided, That the acquiror 
transmits written notification of the 
acquisition to the Office within 60 days 

of the acquisition and provides such ad-
ditional information as the Office may 
specifically request. 

(2) The exemptions provided by para-
graphs (d)(1)(i) through (d)(1)(iv) of this 
section are subject to the following 
conditions: 

(i) The acquiror shall file an applica-
tion, notice or rebuttal, as appropriate, 
with the Office within 90 days of acqui-
sition of control; 

(ii) The acquiror shall not take any 
action to direct the management or 
policies of the savings association or 
which are designed to effect a change 
in the business plan of the savings as-
sociation other than voting on matters 
that may be presented to stockholders 
by management of the savings associa-
tion until the Office has acted favor-
ably upon the acquiror’s application or 
notice, and the Office may require that 
the acquiror take such steps as the Of-
fice deems necessary to insure that 
control is not exercised; and 

(iii) If the Office disapproves the 
acquiror’s application or notice, the 
acquiror shall divest such portion of 
the stock held by the acquiror so as to 
cause the acquiror not to be deter-
mined to be in control of the savings 
association under § 574.4 of this part, 
within one year or such shorter period 
of time and in the manner that the Of-
fice may order. 

(e) Prohibited acquisitions. No acquisi-
tion shall be approved by the Office 
pursuant to § 574.3(a) which would re-
sult in the formation by any company, 
through one or more subsidiaries or 
through one or more transactions, of a 
multiple savings and loan holding com-
pany controlling savings associations 
in more than one state where the ac-
quisition causes a savings association 
to become an affiliate of another sav-
ings association with which it was not 
previously affiliated unless: 

(1) Such company, or a savings asso-
ciation subsidiary of such company, is 
authorized to acquire control of a sav-
ings association subsidiary, or to oper-
ate a home or branch office, in the ad-
ditional state or states pursuant to 
section 13(k) of the Federal Deposit In-
surance Act, 12 U.S.C. 1823(k) (or sec-
tion 408(m) of the National Housing 
Act as in effect immediately prior to 
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enactment of the Financial Institu-
tions Reform, Recovery and Enforce-
ment Act of 1989); 

(2) Such company controls a savings 
association subsidiary which operated 
a home or branch office in the addi-
tional state or states as of March 5, 
1987; or 

(3) The statute laws of the state in 
which the savings association, control 
of which is to be acquired, is located 
are such that a savings association 
chartered by such state could be ac-
quired by a savings association char-
tered by the state where the acquiring 
savings association or savings and loan 
holding company is located (or by a 
holding company that controls such a 
state chartered savings association), 
and such statute laws specifically au-
thorize such an acquisition by lan-
guage to that effect and not merely by 
implication. 

[54 FR 49690, Nov. 30, 1989, as amended at 57 
FR 14348, Apr. 20, 1992; 60 FR 66720, Dec. 26, 
1995; 61 FR 60184, Nov. 27, 1996; 67 FR 52035, 
Aug. 9, 2002]

§ 574.4 Control. 
(a) Conclusive control. (1) An acquiror 

shall be deemed to have acquired con-
trol of a savings association, other 
than a savings and loan holding com-
pany, if the acquiror directly or indi-
rectly, through one or more subsidi-
aries or transactions or acting in con-
cert with one or more persons or com-
panies: 

(i) Acquires more than 25 percent of 
any class of voting stock of the savings 
association; 

(ii) Acquires irrevocable proxies rep-
resenting more than 25 percent of any 
class of voting stock of the savings as-
sociation; 

(iii) Acquires any combination of 
voting stock and irrevocable proxies 
representing more than 25 percent of 
any class of voting stock of a savings 
association; or 

(iv) Controls in any manner the elec-
tion of a majority of the directors of 
the savings association. 

(2) An acquiror shall be deemed to 
have acquired control of a company, in-
cluding a savings and loan holding 
company, if the acquiror directly or in-
directly, or through one or more sub-
sidiaries or transactions or acting in 

concert with one or more persons or 
companies: 

(i) Acquires more than 25 percent of 
any class of voting stock of the com-
pany; 

(ii) Acquires irrevocable proxies rep-
resenting more than 25 percent of any 
class of voting stock of the company; 

(iii) Acquires any combination of 
voting stock and irrevocable proxies 
representing more than 25 percent of 
any class of voting stock of a savings 
association; 

(iv) Controls in any manner the elec-
tion of a majority of the directors or 
trustees of a company; 

(v) Is a general partner of a company; 
(vi) Has contributed more than 25 

percent of the capital of the company; 
or 

(vii) Is a trustee of a trust. 
(3) A company shall be deemed to 

control a savings association if the Of-
fice finds, after notice and opportunity 
for hearing, that the company has the 
power directly or indirectly, to exer-
cise a controlling influence over the 
management or policies of the savings 
association. 

(4) A person shall be deemed to con-
trol a savings association if the Office 
determines that such person has the 
power to direct the management or 
policies of the savings association. 

(b) Rebuttable control determinations. 
(1) Except as provided in § 574.8, an 
acquiror shall be determined, subject 
to rebuttal, to have acquired control of 
a savings association, if the acquiror 
directly or indirectly, or through one 
or more subsidiaries or transactions or 
acting in concert with one or more per-
sons or companies: 

(i) Acquires more than 10 percent of 
any class of voting stock of the savings 
association and is subject to any con-
trol factor, as defined in paragraph (c) 
of this section; 

(ii) Acquires more than 25 percent of 
any class of stock of the savings asso-
ciation and is subject to any control 
factor, as defined in paragraph (c) of 
this section. 

(2) An acquiror shall be determined, 
subject to rebuttal, to have acquired 
control of a savings association, if the 
acquiror directly or indirectly, or 
through one or more subsidiaries or 
transactions or acting in concert with 
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